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FINAL EXAIvIlNATION

PREPARATION OF TAX FORMS
June 3, 1963

1. Partnership return, Form 1065. A and B are equal partners in a toy manufacturing business which files its partnership return on the calendar year basis.
The partnership books disclose the follo1Ving inf ormation for the calendar year
1962 :

(1) Sales
(2)
(3)

(4)
(5)
(6)
(7)
(8)
(9)

(10 )
(11)

(12)
(13)
(14)

(15)
(16)
(17)

(18 )
(19 )

$
Returns and allowances
Opening inventory
Purchases
Cost of labor and supplies
Closing inventory
Royalties received for use of patent
Salaries other than to partners
Salary payments to partners
($8400 to each)
Rent paid
Interest expense (other than to
partners)
Taxes
Addition to bad debt reserve
Repairs
Depreciation
Light, postage , stationer , etc.
Net long-term capital gain
Domestic corporation dividends
received
Interest on City of Williamsburg Bonds

225000
5000
50000
47000
105000
61000
1100
26000
16800
17000
550
8400
1000
3000
2470
1680
600
200
100

A. From the foregoing, fill in so much of Form 1065 as is necessary to
enable you to complete Sched. K. of Form 106.5.
B. After completing Sched. K, fill in
as will enable you to compute the net tax
Partner A has no other income than from the
deduction; (3) is under 65; (4) single; (5)
ments of tax)

A

so much of Form 1040 for Partner
payable by Partner A. (Assume (1) that
Partnership; (2) he uses the standard
no dependents; and, (6) no prepay-

2. Corporation electing to be taxed as a partnership. A and B are each 50%
shareholders and officers of Corporation AB. The corporation books show the
information contained in Question 1 , with the following changes to be made:
Line ( 8 ) should read (Salaries ot her than to Officers Tl
Line (9) should read "Officers con;pensation ($8400 to each A and B{"
Line (11) should read "Interest expense other than to shareholders r
Add Line (20) to read "All current year earnings and profits (including
taxable income) distributed in cash Tl
A. From the information in Question 1, as adjusted above , fill in so much
of Form 1120-S as is necessary to enable ~rou to complete Sched. K of Form 1120-S.
B. After completing Sched. K, fill in so mnch of Form 1040
as will enable you to compute the net tax payabl~ by Shareholder
that Shareholder A has no other income than from Corporation AB ,
standard deduction, (3) under 65, (4) single, (5) no dependents,
payments of tax.)

for
A.
(2)
and

Shareholder A
(Assume (1)
he uses the
(6) no pre-
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3. Corporation (RegLUar). A and B are each 50% shareholders and officers of
Corporation AB. The corporation books show the information contained in Question 1,
with the following changes to be made:
Line (8) should read "Salaries other than to of ficers n
Line (9) should read "Officers compensation ($8hOO to each A and B)"
Line (ll) should read "Interest expense other than to shareholders"
Add Line (20 )to read "All current year earnings and profits less the Federal
Corporation Income Tax ~ distributed to stockholders in cash."
A. From the foregoing, fill in so much of Form ll20 as is necessary to enable you to compute the current year s earnings and pcofits and the corporation
'
income tax.
B. After completing Form ll20, to the extent necessary, fill in so much of
Form 1040 for Shareholder A as will enable you to compute the net tax payable by
Shareholder A. (Assume (1) that Shareholder A has no other income than from
Corporation AB (2) he uses the standard deduction (3) is under 65 (4) single
(5) no dependents and (6) no prepayments of tax)

4. Individual Form 1040, including Sbhedu1e C. Ind. A is a sole proprietor
engaged in the toy-manufacturing business. He files his return on the calendar
year basis. His books disclose the following information for the calendar year
1962 :

(1) Sales
(2)

0)
(4)

(5)

(6)
(7)
(8)
(9)
(10)
(11)
(12)
(13)
(14)

(15)
(16)
(17)

(18)
(19)

$ 112500

Returns and allowances
Opening inventory
Purchases
Cost of labor and supplies
Closing inventory
Royalties received for use of patent
Salaries to employees
Salary to himself
Rent paid
Interest expense (other than to himself)
Taxes
Addition to bad debt reserve
Repairs
Depreciation
Light, postage, stationery, etc.
Net long-term capital gain
Domestic corporation dividends received
Interest on City of llTilliamsburg Bonds

2500
25000
23500
52500
30500
550
13000
8400
8500
275
4200
500
1500
1235
840
300
100
50

A. From the foregoing fill in so much of Schedule C of Form 1040, and other
parts of Form 1040, as will enable you to compute the net tax payable by Ind. A
(Assume (1) that Ind. A has no other income than shown above (2) he uses the
standard deduction (3) is under 65 (4) is single (5) has no dependents, and
(6) makes no prepayments of tax)
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5.

Please prepare a table showing Ind. A how much dollar income he has after
taxes under the four computations.

Hethod

Total Spenda,le Income
of Ind. A 1:

Net tax payable
by Ind. A

Total Spendable
Income after tax

1065
1120-S
1120
1040

1/

Total Spendable income of Ind. A means the number of dollars that Ind. A
receives actually or constructively after all necessary expenses which
does not include any allowance for the standard deduction or personal
exemption. In other words , you are trying to explain to Ind. A, how
he stands tax-wise under each of the four methods,
Note - As a practi~al matter Ind. A IV"a nts to knOlv the number of dollars
left after taxes and he is not concerned with such technicalities as
$50 dividend exclusiuns and 50% capital gain deductions. These don't de
crease his dollar receipts of spendable income.

